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HOW RAILROADS ADAPT THEMSELVES TO 
NATIONAL CONDITIONS 

ALBERT SHAW 
Editor, The Review of Reviews 

TRANSPORTATION is in itself a specialized form of 
business which has problems of its own. In its aspect 
as a distinct interest, the transportation system — of 
which the railroads constitute the larger framework — is subject 
constantly to inquiry and discussion from many standpoints. 
But the railroads thus regarded do not constitute the subject 
of our meeting of the Academy today. It is the economic 
situation of the United States, as inseparably affected by 
transportation methods and policies, that is before us for our 
consideration. 

It is true that from the standpoint of investment and from 
that of organization and employment the railroads, with their 
related industries of service and supply, constitute a foremost 
economic interest. But railroads are also, as an everyday 
affair, looked upon by men engaged in every other form of 
production and exchange as a subordinate but essential factor 
in their own operations. The producers of wheat and corn, 
as well as the producers of coal and steel, think of railroads not 
as a distinct field of investment and of employment but as an 
agency necessary to their own success. Every business meas- 
ures its own prosperity in terms of market and price. Trans- 
portation is in many industries the vital factor in measuring 
the range of markets. Freight rates go far to determine the 
habits of whole communities as regards the things that they 
eat, the houses that they build, the fuel that they consume, and 
the particular forms of employment that they find profitable. 

Considerable changes in transportation rates, when such 
changes come suddenly, are likely to disturb complicated move- 
ments to such an extent as to create emergencies in some lines 
of business and to produce sharp and painful crises in others. 
At such times, the demand for remedies often creates confusion 
of thought, so that slow and far-reaching policies are suggested 
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as cures for transient evils. It happened, as has already been 
explained by a distinguished speaker, that a greatly delayed 
advance in freight rates to meet the needs of the railroads took 
effect at the very time when agricultural prices were rapidly 
falling by reason of the curtailment of European markets. To 
advocate a ship canal to connect our Great Lake system with 
Europe by way of the St. Lawrence, as a remedy for this 
particular crisis, would be something like proposing the inven- 
tion and adoption of new methods of fire prevention at the 
moment of an actual conflagration. 

If one is considering the relation of railroads to business 
prosperity in the more permanent sense, it becomes important 
to remember that the railroad systems of the past and of the 
present are merely a concrete expression of the phases of our 
economic development as we have spread across the country 
from Atlantic to Pacific. The early railroads followed the 
lines of pioneering progress, while the later railroads pushed 
ahead in order to aid more rapidly in the settling of the great 
West. Nearly all of the problems affecting American railroads 
are best understood by studying them in close relation to the 
facts of our economic history, as we have taken vast expanses 
of new country, opening up agricultural and mineral resources, 
and creating communities occupied by many millions of settlers. 

The transportation methods and conditions of the future are 
also, like those of the past, to be vitally related to changing 
conditions in the nation's development as a whole. There will 
always be long-haul business for the railroads in ample volume ; 
but there will be a relatively increasing intensity of short-haul 
traffic movement if the country is to continue to expand in a 
normal and healthy way. Vast surpluses of agricultural pro- 
duction in the Mississippi Valley and the farther West, in the 
nature of things, are a temporary phase. Obviously the agri- 
cultural development of these regions was destined to come 
first. But the growth of towns and cities, and the transplan- 
tation of varied industries, were sure to follow. 

To an increasing extent the bread-stuffs, the beef and pork 
and the fruits of the central and western States will be con- 
sumed by populations within their own boundaries. Europe 
is not destined to live upon the wheat of the United States, nor 
even upon that of Canada. It is far more important for the 

[98] 



No..v HOW RAILROADS ADAPT THEMSELVES 



99 



interior of the country to develop its own transportation sys- 
tems and expand its own varied economic life than to advocate 
large expenditures which would look to future markets beyond 
the Atlantic. 

The group system as proposed in the new Transportation 
Act would seem to be in accord with the normal tendencies of 
the country. We shall continue to have a very large traffic 
that is national in its scope. New England will make articles 
that will be sold in every State. The citrous fruits of Florida 
and California will find consumers everywhere. Natural cen- 
ters for the production of iron and steel, like Pittsburgh or 
Birmingham, will hold preeminence and will find markets be- 
yond their own districts. But the tendency will be towards 
intensive regional development. The agriculture of the East, 
which has been abnormally depressed and neglected, will be 
revived under conditions of a more normal and permanent 
character. Not more than twenty-five per cent of the fruit- 
growing capacity of the Eastern States is now utilized. 

Obviously it is highly important that there should be im- 
mediate study of freight rates with a view to adjustments for 
the lightening of specific burdens. But our recent experiences, 
which have brought distress to wide regions and heavy loss 
to particular industries, will have been attended by some in- 
direct advantages. Localities will see the greater relative 
value of home markets, and will endeavor to import industries 
rather than to export commodities. 

It was natural enough that in the earlier period the emphasis 
should have been placed upon the long-haul. The story of 
the transcontinental lines, of the eastern trunk lines, of the 
granger lines, all has to do with the eastward movement of 
surplus agricultural products and the westward movement of 
various commodities and supplies. A marked trend toward 
equalization of average conditions, as our Western States be- 
came mature, was gradually producing changes of a normal 
and healthy sort when the great European war reversed all 
tendencies and created a market condition unknown before in 
the history of the world. Along with the movement of men 
and war material to the eastern seaboard, there arose an un- 
precedented European demand for food and commodities of 
all kinds. Price-fixing by Government, and prompt payments 

[993 



IO o RAILROADS AND BUSINESS PROSPERITY [Vol. X 

through the United States Treasury, made European markets 
seem the most desirable of all things to Western producers. 
It has not been easy to accept the fact that this war-time phase 
was wholly abnormal, that it will never return, and that pros- 
perity must be found at home or nowhere. 

One of the greatest benefits that could come to our trans- 
portation interests themselves would lie in the purchase of 
railway securities by Western and Southern investors, in order 
that the definite and conscious control of their own major 
agencies of travel and traffic movement might become localized. 
Our program this afternoon is designed to bring the question of 
freight rates and their relation to general prosperity before 
us from the standpoint of several practical and theoretical stu- 
dents of these subjects, who are recognized as authorities in 
their respective fields. 
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